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written charter describing the commit-
tee’s composition, authorities, and re-
sponsibilities in accordance with this
section. All compensation committees
will be required to maintain records of
meetings, including attendance, for at
least 3 fiscal years.

(a) Composition. Each compensation
committee must consist of at least
three members. Each committee mem-
ber must be a member of the institu-
tion’s board of directors. Every mem-
ber must be free from any relationship
that, in the opinion of the board, would
interfere with the exercise of inde-
pendent judgment as a committee
member.

(b) Duties. Each compensation com-
mittee must report only to the board of
directors. In its capacity as a com-
mittee of the board, the compensation
committee is responsible for reviewing
the compensation policies and plans for
senior officers and employees. Each
compensation committee must approve
the overall compensation program for
senior officers.

(c) Resources. Each institution must
provide monetary and nonmonetary re-
sources to enable its compensation
committee to function.
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Subpart A—Purpose and
Definitions

§621.1 Purpose and applicability.

This part sets forth accounting and
reporting requirements to be followed
by all banks, associations, and service
organizations chartered under the Act;
the Federal Farm Credit Banks Fund-
ing Corporation; and, where specifi-
cally indicated, the Federal Agricul-
tural Mortgage Corporation. The re-
quirements set forth in this part are of
both general and specific applicability.
Certain requirements focus on areas of
financial condition and operating per-
formance that are of special impor-
tance for generating, presenting, and
disclosing accurate and reliable infor-
mation.

§621.2 Definitions.

For the purposes of this part, the fol-
lowing definitions shall apply:

(a) Accrual basis of accounting means
the accounting method in which ex-
penses are recorded when incurred,
whether paid or unpaid, and income is
reported when earned, whether re-
ceived or not received.

(b) Borrowing entity means the indi-
vidual(s), partnership, joint venture,
trust, corporation, or other business
entity, or any combination thereof,
that is primarily obligated on the loan
instrument.

(c) Generally accepted accounting prin-
ciples means that body of conventions,
rules, and procedures necessary to de-
fine accepted accounting practices at a
particular time, as promulgated by the
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